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India’s Himalayan Frontier 


BY MARK C. FEER 


ITH THE SEIZURE of Tibet by Communist China 

in 1950-51, India gained the dubious distinction 
of having the lengest common frontier of any democ- 
racy with a communist state. Chinese soldiers line the 
2,000-mile border, and although Tibet is separated 
from India by the towering Himalayas, the tranquillity 
of India’s “forgotten frontier” has vanished. 

New Delhi at first supported Lhasa diplomatically 
in its struggle to maintain Tibetan independence, but 
after China intervened in the Korean war in Novem- 
ber 1950, India concentrated its efforts at Peking on 
finding a peaceful solution to the war. Yet while, in 
Indian eyes, the Korean struggle overshadowed the 
Tibetan problem, New Delhi indicated that the Chi- 
nese Communists would not be permitted to violate 
India’s northern frontier. 

Thus far, the Chinese have taken no offensive action 
against India, They are building roads and airdromes 
in Tibet, but these activities are not in themselves ag- 
gressive: without them, Tibet cannot be properly ad- 
ministered or made accessible for commercial develop- 
ment. On the other hand, roads that serve as commer- 
cial channels between China and Tibet could, if the 
need arose, transport troops as well. In the same way, 
civilian airfields need little alteration to accommodate 
light military aircraft. In short, none of China’s actions 
in Tibet is necessarily offensive in nature, but each in- 
creases Tibet’s potential as a base for military opera- 
tions against India. And yet, the Himalayas have never 
heen traversed by a great invading army; even today 
it is difficult to imagine a full-scale invasion of India 
across the world’s highest mountain range, backed by 
the windswept Tibetan plateau. The danger lies else- 
where, 

Communism, which has made a fine art of infiltration 
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and subversion, has never shown much respect for in- 
ternational boundaries when afforded an opportunity 
to extend its sway. The Himalayan border skirts several 
“tender” areas susceptible to subversive activities, and 
includes numerous stretches of undemarcated frontier 
and unsettled claims to suzerainty rights which offer 
pretexts for launching irredentist movements, In 1951 
the Soviet press gave an indication of what the future 
may hold in store when it accused British imperialism 
of annexing small portions of Tibet, such as Ladakh, 
Sikkim and Bhutan. Peking, however, has not thus far 
presented any claims to areas on the Indian side of 
the frontier. 

Nevertheless, India has reason to feel anxious regard- 
ing the economic and political stability of her north- 
ern border region. Having lost her “outer” buffer, 
Tibet, she must strengthen her inner buffers, Nepal, 
Bhutan and Sikkim. If any of these strategic regions 
should go communist, it would constitute a dangerous 
“Yenan area.” A communist pocket on the Tibetan 
border, protected by forbidding mountains and receiv- 
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ing foreign support, equipment and training, would be 
more difficult to eliminate than was the communist up- 
rising in Hyderabad. It would pose a problem somewhat 
similar to that faced in the Greek civil war before the 
expulsion of Yugoslavia from the Cominform. 

Along the Himalayan frontier the inhabitants move 
back and forth freely and thus have opportunities to 
compare the social and economic gains registered by 
democracy on the one side and by communism on the 
other. To immunize the Indian side against communist 
lures, New Delhi must foster its economic and social 
welfare, and has accordingly dispatched some of India’s 
ablest administrators to this crucial region in an effort 
to make it a showcase for democracy. 

There are marked differences among the difficulties 
facing New Delhi in Assam, Bhutan, Sikkim, Nepal and 
Ladakh. A brief consideration of each of these areas 
may afford insight into the Himalayan frontier problem 
as a whole, 


The Situation in Assam 


The Indo-Tibetan border in Assam runs for 300 
miles, from the point of meeting of Burma, India and 
Tibet in the east to Bhutan in the west. It is the part 
of the Himalayan frontier nearest to China and the 
longest sector not protected by a buffer state, Along it 
runs the Balipara Frontier Tract, a 150-mile-wide strip 
backed by the Himalayas. 

The submontane region of the Balipara Frontier 
Tract is the home of several primitive tribes, which the 
British in India brought under closer political control 
following the 1910 Chinese invasion of ‘Tibet. The 
Anglo-Sino-Tibetan Simla Convention of 1914 fixed 
the McMahon line, following the main Himalayan range 
behind the submontane tract, as the border between 
Assam and Tibet. Except for a strip of about 100 miles 
west of the Brahmaputra defile, this frontier was fully 
surveyed. The Chinese, however, refused to ratify the 
Simla Convention, and have never formally accepted 
the McMahon line. Their maps traditionally show the 
frontier running parallel to the Brahmaputra valley, and 
place within Tibet the whole submontane tract and 
parts of the Brahmaputra valley itself. When reminded 
of this in Parliament in November 1950, Prime Minister 
Nehru proclaimed, among loud cheers from all sections 
of the House: “The McMahon line is our boundary, 
map or no map. We will not allow anybody to come 
across that boundary!”' Peking has assured India that 
the maps in question were old ones, but it has contin- 
ued to publish such maps and to withhold recognition 
of the McMahon line. 

4 Parliament of India, Parliamentary Debates, Official Re- 
port, November 20, 1950. 
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On their part, the Tibetans have not strictly observed 
the frontier. Until 1943, when the British became con- 
cerned about this frontier (which even their maps ne- 
glected to show) and put an end to the practice by 
posting forces of Assam Rifles at the major entry points 
into India, Tibetan tax-collecting missions used to visit 
the submontane region. When Tibet was invaded in 
1950, New Delhi strengthened existing security measures 
along this border. 

The Balipara Frontier Tract is a part of the North- 
East Frontier Agency, which is directly administered by 
New Delhi through the Governor of Assam. Recently 
consideration was given to the advisability of appoint- 
ing a special high commissioner to administer the North- 
East Frontier Agency; but this scheme has now report- 
edly been abandoned in the face of opposition in Assam, 
whose people favor incorporating the frontier region 
fully within their state. 

The crux of the problem of border security is the 
necessity for finding a mutually satisfactory modus vi- 
vendi for the tribes and the plains people. The Naga 
tribe, which straddles the Indo-Burmese border, has 
caused New Delhi most worry with its demand for an 
independent Nagaland; but the Balipara Frontier Tract 
tribes also present many difficulties. Both by custom 
and by social organization, these tribes belong more to 
Tibet than to Assam, with whose Aryan population 
they have nothing in common either racially or linguis- 
tically. The same is true on the social plane. By nom- 
inally adopting Buddhism—some of the tribes are Bud- 
dhist already—the tribesman can be sure of being ab- 
sorbed into Tibetan society, whereas no caste in the 
plains will accept him even if he embraces Hinduism. 

The pull toward Tibet is not only social and cul- 
tural, but economic as well. It is easier to penetrate the 
tribal territory from the north than from the Brahma- 
putra valley. The tribesmen prefer Tibetan to Assamese 
salt; it can be exchanged for grain and furs which 
Tibet, not Assam, wants, Thus, though the McMahon 
line may be the “natural” geographical boundary, racial, 
linguistic, social and economic considerations draw the 
tribes toward Tibet, and cause the “natural” frontier 
to follow the base of the submontane region. 

Communism would have difficulty gaining a foot- 
hold among the primitive tribal people, who already 
hold their property in common, having adopted a sort 
of economic equalitarianism. Moreover, because of geo- 
graphical obstacles, none of the tracks leading through 
the tribal territory could serve as invasion routes into 
Assam. But trouble could be created by stirring up the 
tribes against the plains people, who have exploited 
them economically in the past. The Naga problem is a 
case in point. 
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In 1949-50 a serious but unsuccessful uprising oc- 
curred in upper Assam under the leadership of the In- 
dian Communist Party and the Revolutionary Com- 
munist Party. If a similar uprising should occur in fu- 
ture, the possibility that communist aid from Tibet 
might be afforded the insurgents in Assam would pre- 
sent a threat to Indian security. 

Under the Five Year Plan for economic development, 
New Delhi has allotted extensive funds to Assam and 
the tribal area. With Tripura (a State administered 
directly by New Delhi, and sandwiched between Assam 
and East Pakistan) having given the Communists a 
majority in the 1951-52 general elections, the govern- 
ment cannot relax on the economic and social front. 
India wants to make sure that if the people of Assam 
compare their lot with that of the Tibetans, the com- 
parison will not be to her disadvantage. 


The Bhutanese Problem 


West of the Balipara Frontier Tract lies the Indian 
protectorate of Bhutan, comprising an area of some 
18,000 square miles and a population of about 300,000. 
Although politically independent of Tibet, Bhutan is 
susceptible to Tibetan influence because its inhabitants 
are of the same racial stock as the Tibetans, share a 
common religion and culture with them, and look to 
the Dalai Lama as their spiritual head. 

After her successful invasion of Tibet in 1910-11, 
China renewed a century-old claim to suzerainty over 
Bhutan, which was categorically rejected by the British, 
who had obtained control of Bhutanese foreign affairs 
shortly before. Independent India, with another Chinese 
invasion of Tibet impending, also concluded a treaty 
with Bhutan in August 1949, under which control of 
Bhutanese foreign relations was secured in return for 
non-interference in the state’s domestic affairs. 

The fact that the population of Bhutan, the most 
strongly feudal of the three Himalayan states, is begin- 
ning to become aware of conditions in the outside 
world makes it a fertile field for communist activity. 
Moreover, the state has historically had close ties with 
Tibet, and has long attracted the interest of China. 
On the other hand, Buddhism constitutes a bulwark 
against communist infiltration. If Peking comes into ser- 
ious conflict with the established religion of Tibet, the 
repercussions will soon be felt in Bhutan and will hinder 
possible Chinese efforts to win over the Bhutanese. 

Bhutan is closed to foreigners, including Indians, and 
no Indian troops or police are stationed there, as they 
are in neighboring Sikkim. To improve communications, 
New Delhi is building two roads to this frontier state, 
but progress on them has been slow because of the 
rugged terrain and the depredations of wild elephants. 
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Progress in Sikkim 

Sikkim, strategically situated on the main trade route 
between Tibet and India, is bordered by Bhutan on the 
east and by Nepal on the west. Possessing an area of 
2,818 square miles and a population of about 130,000 
Bhutias, Lepchas and Nepalese, Sikkim is much smaller 
than its two neighbors. The ruling family has close ties 
with Tibet, but while Buddhism is the state religion, 
most of the inhabitants profess Hinduism. 

When India became independent in 1947, revolu- 
tionary forces stirred in Sikkim. Theretofore the peas- 
ants and small middle class of traders and artisans had 
quietly borne the absolute rule of the Maharaja and 
the oppressive system which placed tax collection and 
the administration of civil, and sometimes criminal, jus- 
tice in the hands of grasping landholders. After 1947 
the Sikkim State Congress came to the fore as a demo- 
cratic force. Uprisings took place in February 1949, and 
although the Indian Political Officer in Sikkim tried to 
effect a compromise between the Maharaja and the 
Congress, the situation deteriorated until in June New 
Delhi sent troops into the state and took over its ad- 
ministration through the agency of an Indian Dewan. 

At the outset of China’s invasion of Tibet, India con- 
cluded a treaty with Sikkim giving her control of the 
state’s foreign affairs (a right previously enjoyed by 
the British) and communications. Indian troops may 
now be stationed in Sikkim, and New Delhi is author- 
ized to organize the state’s defense. In view of Chinese 
attempts to modernize conditions in Tibet, India is 
anxious to avoid instability in Sikkim. Although the 
state is nominally autonomous, India is in effective con- 
trol and thus can directly supervise its economic and 
social reforms. Under the Indian Dewan’s guidance, the 
government has executed several promising administra- 
tive, land and tax reforms. For example, compulsory 
free labor by tenants has been abolished, fair taxes are 
now supposed to be paid directly to the government, 
and moves are being made in the direction of a pro- 
gressive political structure. Sikkim is a bright spot on 
India’s Himalayan frontier. 

Nepal, the largest and most important of the three 
border states, extends for about 520 miles along the 
southern slope of the Himalayas. It has an area of some 
56,000 miles and a population of 5. million, mostly 
Hindus. Nepal’s ties with Tibet and China are many 
centuries old. The Chinese regarded the Nepalese as 
feudatories and after their 1910 invasion of Tibet they 
laid claim to suzerainty over Nepal—a claim which 
Britain rejected. 

India regards Nepal as a vital but unstable link in 
her Himalayan defenses, and therefore, while frequently 
reiterating her respect for Nepalese independence, she 
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has often interfered in the state’s domestic affairs. The 
main danger in Nepal, as elsewhere along the Hima- 
layas, is not that of a mass invasion but of communist 
infiltration, for which the state offers extensive oppor- 
tunities. Since Nepalese internal politics have been fully 
described by Werner Levi in recent numbers of the Far 
Eastern Survey,’ they will not be discussed in detail 
here. 


Conditions in Nepal 


Suffice it to say that conditions in the country are 
far from calm, There have been several uprisings and 
attempted coups inspired by radical elements of the 
right and the left. In July 1953 insurgent ferces under 
communist leadership in eastern Nepal were dispersed 
only after elements of the Indian armed constabulary 
came to the aid of government forces. This was not 
the first time that Indian troops had entered “inde- 
pendent” Nepal to restore law and order. 

New Delhi has been giving advice and financial help 
in an effort to speed the economic development of 
Nepal, where, as elsewhere along the Himalayas, the 
only effective antidote to communist infiltration is an 
enlightened social and economic policy. The Indian po- 
sition is more difficult there than, for instance, in Sik- 
kim because New Delhi’s relations with the government 
are in theory, though not always in reality, purely ad- 
visory in nature. 

There is considerable anti-Indian feeling in Nepal, 
spearheaded by the reactionary Gorkha Dal, the party 
of the ousted Rana regime. The communists also exploit 
this hostility. One of their leaders has fled to Tibet, 
where he is reportedly being groomed as a future liber- 
ator of Nepal. Until the present regime translates its 
good intentions into concrete measures of social and 
economic advancement which the common people can 
appreciate, the communists will continue to menace the 
political life of Nepal and the security of India. 

New Delhi has not limited its role in Nepalese affairs 
to giving advice on democratic reforms. When the 
United States, with which Nepal maintains diplomatic 
relations, sought permission to establish an embassy in 
Khatmandu, the government, on Indian advice, refused 
the request on the ground that no suitable accommo- 
dation was available. Had Nepal granted the American 
request, it would have had difficulty in refusing a pos- 
sible similar request on the part of China; and_ if 
American and Chinese representatives had become ac- 
tive in Khatmandu, the cold war would have been 
carried into India’s sensitive northern frontier region. 

India has been giving Nepal extensive financial aid. 


2 See “Government and Politics in Nepal,” Part I, Decem- 
ber 17, 1952; Part II, January 14, 1953. 
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In addition to an annual subsidy of $200,000, she ex- 
tended a loan of $350,000 in 1952 for development pur- 
poses. Indian army engineers have helped in the con- 
struction of a motor road, almost completed, between 
Khatmandu and India; and an Indian military mission 
has advised Nepal in connection with the reorganization 
of its army. 

For several hundred miles west of Nepal, the Indian 
frontier with Tibet is formed by the states of Uttar 
Pradesh and Himachal Pradesh. No particular difficul- 
ties have arisen in this area since the communist seizure 
of Tibet, though Tibetan tax-collection expeditions still 
venture into India by way of this vulnerable frontier 
sector. 


Ladakh and Kashmir 


The westernmost portion of India’s Himalayan border 
is formed by Kashmir, whose frontier district, Ladakh, 
abuts Tibet in the east and Himachal Pradesh in the 
south. Ladakh proper—not the larger district of the 
same name—is nearly 33,000 square miles in extent 
and has about 36,000 inhabitants who, though Tibetan- 
ized, represent a mixture of several races. Ladakhis are 
Buddhists whose spiritual home is Lhasa and in whose 
lives monasteries play a dominant role. Until 1834, when 
the Maharaja of Jammu annexed it to his Kashmir pos- 
sessions, Ladakh formed a part of Tibet. Its social and 
economic ties with Tibet and Sinkiang have long been 
close. In some areas their mutual borders are ill defined, 
and the problem is aggravated by the presence of a 
floating population that migrates back and forth across 
the border. 

Developments in Kashmir since the partition of the 
subcontinent have placed Ladakh in a precarious posi- 
tion. If the plebiscite to which India has now agreed 
transfers Kashmir to Pakistan, a Moslem government 
will rule in Ladakh—a possibility holding little attrac- 
tion for a population which has never forgotten the dire 
consequences of a Moslem invasion in the 17th century. 
Indeed, Ladakh’s chief spokesman, Lama Bakula of the 
Spitok monastery, has declared that if Kashmir goes 
to Pakistan, Ladakh may be forced to revive its ancient 
association with Tibet. Ladakhis would prefer to accede 
to India and have been pressing for the “full integra- 
tion” of Kashmir with India,, which now controls only 
its foreign affairs, communications and defense. 

There is another issue making for anxiety among the 
leaders of Ladakh, namely, the expropriation without 
compensation of large landlords by Sheikh Abdullah's 
former Government in Kashmir. Heretofore the Bud- 
dhist monasteries have been able to retain their land, 
but the perpetuation of Ladakh’s theocratic society is 
hardly compatible with the new trends in Srinagar. Yet 
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Ladakh will not necessarily turn to Tibet, since it re- 
sents Chinese control of its religious homeland. The 
preferred solution is the closest possible association with 
India. 

The danger which this border area presents to India 
is heightened by the untiring activities of the commu- 
nists, who have risen to prominence both in Kashmir’s 
ruling political party, the National Conference, and in 
the government. When Sheikh Abdullah was in office, 
the President of the Kashmir Constituent Assembly, the 
Revenue Minister, the Deputy Home Minister and the 
Prime Minister’s Parliamentary Secretary were all 
known communists. Recently the communists have or- 
ganized their own party, apparently in order to support 
their efforts inside th: government with attacks from 


outside it. 


New Trends in South 
BY LINDEN A. MANDER 


= THE LAST pecape the South Pacific has wit- 
nessed a remarkable development in the adminis- 
tration of dependent peoples. Before 1914, governments 
undertook little in the way of positive policy. Educa- 
tion—what there was of it—remained in missionary 
hands, few or no anthropological considerations entered 
into governmental deliberations, and no cooperation 
existed among national authorities. During the 19th 
century, depopulation occurred in most areas, and oc- 
casional outbreaks of violence bore testimony to cul- 
tural maladjustments, whose significance was little ap- 
preciated. 

Between 1920 and 1945 certain changes took place 
which were to come more to the fore after World War 
II. The establishment of the Mandate systems stimu- 
lated international interest in the position of colonial 
peoples. Britain set aside many millions of dollars for 
assistance to the colonies. The extension of anthropo- 
‘logical field work and related activity gradually revealed 
to governments the broader dimensions involved in rul- 
ing dependent peoples. The notion that the establish- 
ment of Western law would suffice gave way to a reali- 
zation that much more intricate problems were involved, 

The second world war had a profound effect upon 
the native peoples and their governments. Some of the 
islands were exposed to diverse forces of a revolution- 
ary, cataclysmic nature. Others came into contact with 
thousands of soldiers. The effects of this intermingling 
Mr. Mander is Professor of Political Science at ‘the University 
of Washington and the author of the forthcoming IPR volume 
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With the replacement of Sheikh Abdullah by Bakshi 
Ghulam Mohammed as Prime Minister in August 1953, 
pro-Indian forces in Kashmir gained the upper hand. 
Lama Bakula has expressed Ladakh’s support of the 
Bakshi Government. It is too early, however, to tell 
what the new Government's policy toward the com- 
munists and the Buddhist minority in Ladakh will be. 

Because of the Indo-Pakistan dispute over Kashmir 
and the strong communist organization within the state, 
India’s frontier problem in Ladakh is different from 
those encountered elsewhere along the Himalayan bor- 
der. Whatever else may happen, there can be no secur- 
ity for this strategic area, where India, Pakistan, Russia 
and China meet, until the Indian and Pakistan armies, 
at present glaring at each other across the cease-fire 
line, join together in defense of the subcontinent. 


Pacific Administration 


and exposure to Western material products have been 
described elsewhere and do not require recapitulation 
here. Change was accelerated, and the former assump- 
tion that adaptation could proceed in a leisurely manner 
proved to be ill founded, The native peoples have now 
seen, and want, the white man’s goods; they have be- 
come interested in his material civilization. 

The rapidity of change has caused considerable psy- 
chological disturbance, But whereas older cults, such as 
the Hau-Hau and Vailala Madness, were defensive 
moves against the white man’s relentless advance, at 
least some of the postwar cults appear to have been 
more complex in nature and to have represented in 
part creative attempts “to reform native institutions to 
meet new demands.” 

The older intra-tribal relationships clearly cannot re- 
main unaffected by changes in the economic structure. 
Tribal economic obligations become onerous to enter- 
prising individuals; new problems challenge the author- 
ity of the chiefs; and, above all, population pressures 
exercise a powerfully solvent influence in some of the 
islands, particularly in those of a plural-racial character. 

The need for technical education and for capital in- 
vestment raises new questions. Indeed, technical assist- 
ance and economic-development plans, unless carefully 
coordinated and applied, may serve to undermine 
rather than to help native societies. In the 19th cen- 
tury, forced and indentured labor practices, spoliation 
of land, and over-zealous introduction of religious faiths 
often produced profound dislocation. The danger exists 
today that the desire to help the native peoples develop 
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and satisfy new wants may have equally profound and 
undesirable effects. To introduce economic change too 
rapidly may over-strain native society, especially if those 
who bring the benefits work at cross-purposes, The “out- 
side agent” must not only have a consistent policy but 
avoid imposing the new techniques; he must stimulate 
the community to want the new things and to feel that 
it is solving its own problems. Skill in directing new eco- 
nomic, political and social desires, which develop at un- 
equal rates in different areas, is an essential of good 
colonial government today. 

The governments have not only instituted major pol- 
icy changes but have also associated themselves with 
international bodies. Australia and New Zealand sub- 
mitted Trust Agreements to the United Nations govern- 
ing their former Mandated Territories of New Guinea, 
Western Samoa and Nauru. Member governments of 
the U.N. undertook to report to the General Assembly 
on developments within colonies under their sovereign 
control, Varying types of cooperation are being estab- 
lished both with some of the U.N. Specialized Agencies 
and with private international bodies. 

A striking development concerns relations between 
religious missions and governments, which had been 
strained in certain areas. The Australian and New Zea- 
land governments and their anthropological advisers 
would seem to have agreed that missions need not, as 
unsympathetic critics allege, contribute to cultural dis- 
integration but on the contrary may do much that 
secularly-inspired bodies cannot or will not do. 


A New Australian Policy 


These movements, 
thought and action in colonial administration, have de- 
veloped at different paces in various areas. Australia 
has instituted a marked change of policy toward its 
aboriginal population. Since 1948, when a comprehen- 
sive statement of principles was first enunciated, the 
State and Federal governments have maintained a steady 
advance. Federal expenditures of direct benefit to the 
aborigines have risen from £98,505 in 1948-49 (a big 


signalizing new dimensions of 


advance over prewar years) to an estimated £421,200 
in 1952-53. Citizenship is now the right of all natives, 
exeept under special circumstances. Federal and State 
governments are regularly exchanging information on 
many matters, and closer cooperation is planned in con- 
medical surveys, and 


tuberculosis 


nection with housing policy, 
measures against leprosy, malaria, 
hookworm. Such non-governmental bodies as churches, 
university departments and aboriginal welfare societies 
have done much to stimulate and assist government 
policy. Finally, the creation of the Department ot Ter- 
ritories, combining the former Department of External 


and 
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Territories and sections of the Department of the In- 
terior previously responsible for the aboriginals in the 
Northern Territory, makes possible a more consistent 
and comprehensive policy for the Northern Territory, 
Papua-New Guinea and Nauru. 

In the Territory of Papua-New Guinea, which was 
devastated during the war, the task of rehabilitation 
has proved long and costly because the country is not 
rich and, for geographical and ethnological reasons, is 
extremely difficult to administer, The transition from 
military to civil government after the war created many 
problems, The Australian government announced a pol- 
icy which included generous war compensation to the 
natives, abolition of indentured iabor, payment of high- 
er wages, and other welfare provisions. It also markedly 
increased its contributions for health services, and an- 
nounced elaborate plans for hospitals, training centers, 
etc.; some of these plans had to be modified on grounds 
of economy, and much remains to be done. 

Education in Papua-New Guinea is still largely in 
the hands of the missions, which maintain 3,400 schools, 
a staff of 400 European and 4,000 native teachers, and 
134,000 pupils as against some 70 government native 
schools with 4,000 pupils. These figures may not do full 
justice to the present policy, which is setting a faster 
pace than previously seemed desirable or possible. The 
foundations for a comprehensive policy are not quickly 
built, and even with the best will in the world the 
cultural and material problems are immense. Cooper- 
ation with missions has become more systematic, and 
many activities, such as a linguistic survey, experiments 
in mass education, broadcasting, community education 
projects, ete., have been undertaken. 

In the economic sphere, the main aim is to expand 
production in the interest of natives and settlers alike. 
The Administration has extended agricultural research 
and crop-diversification activities, and a farm in the 
Central Highlands has been established to improve the 
breed of sheep and develop wool production. Native 
cooperatives are spreading, and vocational training is 
recognized as being of great importance. Yet certain 
major problems persist. The country presents unusual ~ 
geographical difficulties, and some regions are even now 
barely under political control. Many thousands of miles 
of roads are required, but the problem is how to finance 
their construction and upkeep. European capital invest- 
ment is needed, but it is hard to find sufficient labor 
without disrupting the native economy and culture. 

In the political realm, a Legislative Council, com- 
prising official, European, missionary and native mem- 
bers, was created in 1951. Although native village 
councils are slowly progressing, responsibility for policy 
seems to be concentrated in Canberra, and the 1953 
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United Nations Visiting Mission noted the desirability 
of decentralization. It has been suggested that a cabinet 
secretariat be established at Port Moresby. In any case, 
the administrative needs of contemporary colonial gov- 
ernment differ radically from those of former days 
when government had few positive duties. 

New Zealand, too, has moved forward. Thus, the 
Maoris, who began their long uphill climb in the 1890s 
after disastrous military defeats and extensive land losses 
through alienation and confiscation, experienced a no- 
table advance in the early 1930s when an extensive 
Maori Development Scheme embracing agriculture and 
pastoralism was initiated, The government granted long- 
standing Maori claims based on unjust land confisca- 
tions in the 19th century, and a Maori Rehabilitation 
Finance Committee helped to settle returned Maori 
servicemen. Diversification of Maori farming and agri- 
cultural development and training have been encour- 
aged. Attention is being given to the drift of Maoris to 
the cities, where their loss of tribal associations, relative 
lack of technical training, and the emergence of some 
racial prejudice have placed them at a disadvantage. 
In 1945, in recognition of the importance of vocational 
guidance and welfare work, Parliament passed the Ma- 
ori Social and Economic Advancement Act, providing 
for an expansion of Maori welfare operations and the 
creation of tribal executive committees and tribal com- 
mittees to encourage self-government and to ensure close 
cooperation between the Department of Maori Affairs 
and the people, 

A Maori representative now sits on the National 
Council of Adult Education, and tutors have been as- 
signed to work among the Maoris. The tribe is recog- 
nized as the basic unit; education is related to the felt 
needs of the community; and each tutor acts not as a 
lecturer or director but as a student working along with 
the other members of his group. 


New Zealand and Samoa 

New Zealand's relations with Western Samoa have 
undergone an extraordinary transformation since the 
1920s. Since 1947 the country has enjoyed prosperity 
and an effective political administration. The Legisla- 
tive Assembly and the Fono of Faipules, the all-Samoan 
body, have a new and deeper appreciation of their re- 
spective functions, and their former sense of rivalry has 
diminished markedly. A new political party has lately 
emerged with a platform based on universal suffrage 
of particular interest in view of the Samoan family 
headship system. The High Commissioner visits the 
headquarters of the Samoan Affairs Department each 
week to receive Samoan callers who, regardless of rank, 
may make requests or present grievances, thus bridging 
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a long-standing gap between Administration and people. 
Progress is being made with the building of Samoa Col- 
lege, which at first will have both primary and second- 
ary departments and later will be exclusively a second- 
ary institution. 

In March 1953 the New Zealand government pub- 
lished cormprehensive proposals for the future develop- 
ment of Western Samoa, including the holding of a 
constitutional convention in 1954 representing all see- 
tions of Samoan society to consider, among other things: 
(1) the institution of a common citizenship for all in- 
habitants of Western Samoa; (2) creation of a single 
legislature, presided over by a speaker elected by its 
members, to replace the present Legislative Assembly 
and Fono of Faipules; (3) holding of direct elections 
of members of the legislature by secret ballot based on 
wide suffrage; (4) making the premier and cabinet 
members of and responsible to the legislature; (9) trans- 
fer to Western Samoa of control over its own public 
service; and (6) determination of the relationship be- 
tween Western Samoa and New Zealand. Many items 
concerning economic and social development were in- 
cluded in the proposals which, as the High Commis- 
sioner remarked, represent a “grand gesture by New 
Zealand of confidence in and friendship towards Sa- 
moa.” In view of the history of the islands during the 
last 50 years, the present situation affords grounds for 
satisfaction. 


Development in Fiji 

Fiji, which has long enjoyed an efficient administra- 
tion, has likewise experienced rapid changes since the 
end of the war. The Legislative Council now contains 
a large unofficial representation, which includes Fijian 
and Indian as well as European members. A 1945 ordi- 
nance transferred control of Fijian affairs to the See- 
retary for Fijian Affairs, himself a Fijian, who is di- 
rectly responsible to the Governor; as a member of both 
the Executive Council and the Legislative Council, he 
holds a key position. A remarkable degree of indirect 
rule has been achieved, together with close cooperation 
with the government. Steps have been taken to graft 
elective methods onto traditional Fijian tribal organiza- 
tion, an experiment that will command great interest. 

The rapid growth of the population may well pose 
a difficult problem, The Indian community particularly 
is land hungry and has sought longer leases and com- 
pensation for improvements. Despite the passage of the 
1940 Land Trust Ordinance, designed to provide In- 
dians with more land, safeguard Fijian interests and 
ensure efficient use of the soil, the Indians’ need for 
land is far from being met. Since mere redistribution 
of land titles will not suffice, the government is under- 
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taking land surveys, improving cattle breeding, devel- 
oping cooperatives, expanding research, cncouraging 
minor industries and improving methods of grading 
produce. Nevertheless, the Indians’ standard of living 
remains unsatisfactory. 

If education can help to solve these problems, Fiji 
should benefit from recent measures. The deliberations 
of a special education committee in 1946-47 led to offi- 
cial action on several fronts and affecting both Fijian 
and Indian students. Government expenditure on educa- 
tion increased nearly fivefold between 1945 and 1959. 

A Ten-Year Development Plan, now in operation, 
represents a significant attempt to strengthen the Col- 
ony’s economic base and to raise productivity and there- 
by the local standard of living. The social services, little 
developed before 1939, have expanded markedly, and 
Fiji has increasingly become a center for assisting the 
smaller islands in the area under the High Commis- 
sioner for the Western Pacific, despite the separation 
of his duties from those of the Governor of Fiji. 


Trend Toward Regionalism 


The wider regionalism of the South Pacific was fore- 
shadowed in a resolution of the Fiji Legislative Council 
as early as 1921 and later in the writings of various 
unofficial observers. The Central Medical School, cs- 
tablished at Suva in 1928, has trained natives from Fiji, 
Tonga, Gilbert and Ellice Islards, British Solomon 
Islands, Western Samoa, Cook Islands, New Hebrides, 
and recently also from the United States Trust Terri- 
tories. The South Pacific Health Service, operating un- 
der a South Pacific Board of Health and representing 
a regional approach to health problems, cooperates with 
the South Pacific Commission and the Research Coun- 
cil. Reference has been made to the regional activities 
of the mission bodies. These and other developments in 
the direction of coordinated policy-making and admin- 
istration ultimately found expression in the establish- 
ment of the South Pacific Commission. 

In 1942-43 Australian authorities prepared working 
papers dealing with the welfare of the Pacific Islands. 
In 1944 Australia and New Zealand noted the desir- 
ability of creating a South Seas Commission representa- 
tive of all states administering dependent territories in 
the region. In 1947 representatives of Australia, France, 
the Netherlands, New Zealand, the United Kingdom 
and the United States attended a conference at Can- 
berra. Working papers prepared by experts, many of 
them experienced in colonial administration, proved in- 
valuable in helping to define the purposes and methods 
of the proposed Commission, whose later success must 
in part at least be attributed to this factor. 

Complete agreement was not attained. The Austral- 
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ian and New Zealand representatives argued that suf- 
ficient basic knowledge existed to initiate many pro- 
jects; the Commission should concentrate on research 
related to immediate problems and avoid theoretical 
studies, which might be left to other bodies. The Dutch 
and French members favored extending research beyond 
the area of immediate or short-term administrative ap- 
plication, The question was important, if only because 
of the limited financial resources likely to be available. 
The Conference agreement and resolutions embodied 
a compromise which, while largely accepting the Aus- 
tralian and New Zealand view, nevertheless kept the 
door open to the other approach. 

The South Pacific Commission, comprising 12 com- 
missioners, two appointed by each member government, 
is a consultative and advisory body under which a Re- 
search Council of experts and a Secretariat operate. 
Considering the modest budget, a surprising amount of 
work, including research, has been accomplished in such 
fieids as public health and economic and social develop- 
ment, and the Commission has maintained an admirable 
balance among the various and manifold factors in- 


volved. 

Two conferences attended by representatives of the 
local inhabitants as well as officials have been held, the 
first in Suva in 1950 and the second in Noumea in 
1953. This program involves a somewhat daring experi- 


ment, in that many of the native peoples live in small, 
isolated groups and are politically and economically 
backward in the Western sense, and might be expected 
to have very little understanding of technical discussions 
in English er French. The results of the first conference 
were somewhat inconclusive, but the second showed an 
encouraging improvement in every respect. Native del- 
egates revealed an appreciation of the need for surveys 
of soil, marketing practices, education and the position 
of women—to mention but a few of the subjects con- 
sidered—and genuine debate was fostered through the 
use of informal committees. A representative from 
American Samoa hit the mark when he said: “We don’t 
think our trouble is stupidity. It isn’t. We are merely 
ignorant of our opportunities.” 

The leadership of the Tongan, Fijian and Samoan 
delegates was, as might have been expected, very pro- 
nounced, but the meetings afforded representatives of 
the less developed territories an opportunity to view 
Pacific problems in a wider perspective. On the long 
and difficult road ahead, much will depend upon the 
leadership afforded by the Commission, but a great 
deal will depend also upon the member governments 
(which expend £30 million as against the Commission’s 
yearly budget of £150,000) and upon the attitude of 
the white settlers. Neglect, prejudice or injustice at any 
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one level of this three-dimensional relationship will react 
unfavorably upon the other two. 

As already noted, national and regional policies in the 
South Pacific are related to wider associations—the re- 
spective Empires or Commonwealths, the United Na- 
tions and its Specialized Agencies, and certain non-offi- 
cial bodies. Insofar as they have developed, relations 
with the World Health Organization, the Food and 
Agriculture Organization, UNEsco, etc. appear to have 
been productive, for they concern technical or functional 
problems. On the other hand, relations with the U.N. 
arising out of the Trusteeship Agreements and Chap- 
ter 11 of the Charter have been more complex and un- 
satisfactory. The 1953 U.N. Visiting Mission produced 
a report which, as regards New Guinea, a leading Aus- 
tralian representative called “very fair,’ and which re- 
vealed a growing appreciation of practical aspects of 
the problems of the South Pacific as a whole. The 
records of the Trusteeship Council, on which adminis- 
tering and non-administering powers are equally repre- 
sented, show that while the latter (whose membership is 
a shifting one) have been less cognizant of anthropo- 
logical and culture-contact factors and are apt to judge 
from formal categories, nevertheless mutual understand- 
ing and a spirit of compromise have tended to grow. 

However, in both Committee 4 of the General As- 
sembly, in which the non-colonial powers constitute the 
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Fe FORMATION OF a new Indonesian cabinet was an- 
nounced on July 31. The new ministry, the 14th 
since the proclamation of Indonesian independence and 
the fifth since the transfer of sovereignty from the 
Netherlands, is headed by Dr. Ali Sastroamidjojo, re- 
cently Ambassador to the United States. The politician 
who succeeded in forming the new ministry, and thus 
brought a 58-day political crisis to an end, is Wongso- 
negoro, who serves as First Deputy Prime Minister in 
the new cabinet, 

The political situation in Indonesia has been tense 
during the past year, and the new cabinet is unlikely 
to bring any release. On the contrary, there is every in- 
dication that recent political developments have sharp- 
ened both political and religious conflicts, and the ap- 
proach of the first general parliamentary election is 
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great majority, and the Assembly itself there has fre- 
quently been expressed a type of criticism which the 
colonial powers increasingly resent, inasmuch as they 
believe that much of it springs from other than strictly 
relevant considerations, The principle of international 
accountability has been weakened on this account. 

The situation is potentially grave, for with all its 
limitations the U.N. embodies at least the beginnings 
of a world order which ought not lightly to be dis- 
carded in any of its aspects. The widespread feeling 
against the West suggests that, despite the benefits which 
the Colonial Powers have given to the dependent 
peoples, they have failed to achieve understanding and 
mutual respect. It will be tragedy compounded if the 
world community, because of the cold war and resent- 
ment at past history and present difficulties, hinders 
the Administering Powers as these become increasingly 
aware of their deeper colonial responsibilities, For the 
newly-won political independence of so many nations 
does not remove the need for a close and continuing re- 
lationship in political, economic and cultural matters 
with the very countries from which they have obtained 
emancipation, Attainment of this new-dimensional rela- 
tionship between the so-called Great Powers and the 
so-called independent, as well as the so-called dependent, 
peoples is essential for the stability and welfare of the 
world community. 


more likely to intensify than. to ease the atmosphere. A 
gencral election is something new for Indonesia and is 
beset with uncertainty. The political parties and their 
leaders are naturally apprehensive about the outcome. 

The Wilopo Government, which resigned on June 3, 
wobbled through one crisis after another for 14 months. 
The immediate cause of its fall was an attack on Min- 
ister for Home Affairs Rum for his handling of the 
land-distribution problem in North Sumatra, but the 
crisis might just as well have come over any one of 
a number of issues which divide the two parties (Na- 
tionalist and Masjumi) that formed the basis of the 
coalition upon which the Wilopo cabinet rested. The 
Nationalist members of Parliament frequently voted 
with the leftist opposition, thus putting the cabinet in 
a precarious position. Relations between the Nationalist 
and Masjumi parties became so strained that fruitful 
cooperation was no longer possible. 


145 


To say that the land-distribution problem was the 
occasion rather than the cause of the resignation of 
the Wilopo Cabinet is not to suggest that his Govern- 
ment fell on an unimportant issue. On the contrary, 
the issue involved is symptomatic of some of the basic 
difficulties confronting the young republic. 


Difficulties in Sumatra 


During the last decades of Dutch rule, the East Coast 
of Sumatra attracted large Western agricultural enter- 
prises, which acquired access to the soil by means of 
concessions of public lands for periods not exceeding 
75 years. This large Western plantation area became 
a very important source of government tax revenue and 
of foreign exchange, for practically the total production 
of the area was exported. 

Even before the war, signs of approaching trouble 
could be seen. There were complaints that the best 
land had been either leased to European planters or 
added to the public forests, so that the indigenous pop- 
ulation was left with insufficient, poor land. The gov- 
ernment, sorely in need of increased revenue, could ill 
afford to sce the land transferred to native agriculture, 
which is less productive than plantation agriculture. 

During the years of the Japanese occupation and the 
Revolution, thousands of illegal squatters settled on these 
lands. As a result the government was caught between 
the foreign planters’ demands for restoration of the land 
and its own desperate need for revenues and foreign 
exchange on the one hand, and the squatters’ unwilling- 
ness to move on the other. The foreign concession- 
holders, realizing the difficulties of the government and 
the danger involved in the situation, relinquished a 
large part of their concessions on the understanding 
that the government would guarantee them full use of 
the remainder. 

The government then had to remove the squatters 
from the land that was to be returned to the planters. 
The situation was explosive. Not only are there numer- 
ous Communists in the large Chinese population of the 
area, but in addition the indigenous laborers and peas- 
ants have been drawn into leftist organizations. Forcible 
removal of tillers of the soil in favor of “foreign im- 
perialists” would lend itself to exploitation. The gov- 
ernment scheme called for the transfer of squatters to 
other areas where they received small tracts of land 
and 300 rupiah as indemnification. About half of the 
30,000 families which were to be moved had been re- 
settled when an outbreak of violence took place. 

At Tandjong Merawa, not far from Medan, some 
1,500 peasants refused to permit a tractor to enter their 
area. The police fired on the demonstrators; six people 
were killed and more than a score wounded. Though 
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this incident occurred in March, the cabinet did not 
resign until over two months later, when the Nation- 
alist members of Parliament joined with the Commu- 
nists and other leftist parties in support of a resolution 
calling for a revision of the land-distribution policy. 

On October 17, 1952, there had occurred an extra- 
ordinary incident,’ likewise symptomatic of the basic 
ills of Indonesia, which caused the Wilopo Cabinet much 
loss of prestige. On October 16 Parliament adopted a 
Nationalist resolution calling for a reorganization of 
the Defense Ministry and changes in army leadership. 
The next day witnessed a disorderly demonstration in 
which crowds carrying banners demanding the dissolu- 
tion of Parliament and a general election broke into the 
Parliament Building and the Foreign Office and tore 
down Dutch flags in front of the headquarters of the 
Netherlands High Commissioner, Parliament thereupon 
recessed. Although the Wilopo Cabinet failed to deal 
vigorously with the situation, even more important was 
the low popular esteem in which Parliament was held. 
The public demonstration challenged the moral author- 
ity of this non-elected body~to sit in judgment on other 
branches of the government. 

As a result Parliament gave serious consideration to 
the general election bill, but no date for an election 
has yet been set. Many political leaders have little gen- 
uine enthusiasm for a parliamentary election. It is gen- 
erally believed that only the Masjumi (Moslem Party) 
can count on a greatly increased representation in Par- 
liament as the result of popular elections, and that the 
political parties whose adherents comprise mostly intel- 
lectuals may have their representation greatly reduced. 

Other issues on which the two largest parliamentary 
parties differ are ratification of the San Francisco 
Treaty with Japan, opening of an embassy at Moscow, 
the policy to be followed with respect to foreign capital 
investments in Indonesia, and the restoration of inter- 
nal security. 

The Nationalist Party believes that the San Francisco 
Treaty, which Indonesia signed but has not ratified, 
hinders an extension of relations with Japan and ought 
therefore to be rejected. The chief objection to the 
treaty is that it practically bars reparations. Masjumi 
leaders hold that the Treaty is not a hindrance and 
should be ratified. With respect to establishing an em- 
bassy at Moscow, the Nationalists contend that full dip- 
lomatic relations with Russia are necessary to an inde- 
pendent foreign policy, since Indonesia maintains dip- 
lomatic establishments in all leading Western countries. 
Masjumi leaders, on the other hand, are in no hurry 


1 The immediate background and consequences of this in- 
cident are described in Robert Van Niel, “Indonesian Political 
Developments,” Far Eastern Survey, June 1953. 
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to establish extensive diplomatic relations with the 
Soviet Union, 

Both parties profess to favor encouraging foreign in- 
vestments, but the Nationalists would impose very re- 
strictive conditions, The issue takes concrete form in 
the question whether oil concessions in Northern Su- 
matra belonging to the Batavian Oil Company, a sub- 
sidiary of Royal Dutch Shell, shall be returned to the 
corporation. The Nationalist Party demands that the 
oil fields be nationalized. The Masjumi, while not op- 
posed to nationalization in principle, argues that by 
returning the concession the gevernment would give a 
clear demonstration of its friendliness to foreign capital 
and thus encourage other potential foreign investors. 

The disagreement on internal security involves mainly 
background issues. Peace and order prevail in most of 
the country, but West Java and to some extent South 
Celebes continue insecure, The government is seemingly 
unable to cope with the terrorist activities of Darul 
Islam in West Java. The issue is a delicate one for the 
Masjumi, some of whose constituency is secretly in 
sympathy with Daral Islamic ideals.* It would be sur- 
prising if the masses did not have some difficulty in 
distinguishing clearly between the application of Is- 
lamic principles to political life and the establishment 
of a theocratic Moslem state. The other parties are en- 
joying the discomfiture of the Masjumi in this matter, 


and are extracting from it whatever political advantage, 


they can. 

While Masjumi leaders have urged 
of negotiation,” the Nationalists and Communists have 
demanded stern measures against the Darul Islam. ter- 
rorists. On June 26, in the midst of the cabinet crisis, 
3,000 members of the railway union marched before 
the President’s palace to demand full-scale army opera- 
tions against the terrorist bands. Although the railway 
men had sufficient justification for seeking protection, 
since numerous trains have been derailed and machine- 
gunned in Darul Islam territory, some observers  be- 
lieved that the demonstrations were encouraged by Na- 
tionalists and leftists as a means of forcing the forma- 
tion of a cabinet without Masjumi participation. Such 
a cabinet would of course be dependent upon the Com- 
munists and other Marxist groups for a parliamentary 
majority. Religion—that is, the question what role Is- 
lam should play in the political life of an overwhelm- 
ingly Moslem country—is becoming an increasingly im- 
portant public issue. Orthodox Moslems wish to make 
it the leading issue in the general election.“ 


‘a wise policy 


2 See the writer's “Nationalism and Religion in Indonesia,” 
ibid., December 17, 1952. 

3 See Justus M. van der Kroef, “Conflicts of Religious 
Policy in Indonesia,” ibid., September 1953. 
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Economic Problems 


Indonesia has also had to struggle with difficult eco- 
nomic and financial problems. The outbreak of Korean 
hostilities, not long after the peaceful transter of sover- 
eignty, created an active demand for some of Indo- 
nesia’s exports, such as rubber and tin, and reacted 
favorably on the country’s foreign trade position and 
general economic recovery which, in view of existing 
conditions, was amazingly rapid. In the past year, how- 
ever, the situation has deteriorated. The prices of rub- 
ber and tin, which constitute a‘ very large share of In- 
donesia’s exports, have slumped. From January to July 
of this year the price of tin fell by 36 percent and that 
of rubber by 30 percent. In 1950 Indonesia enjoyed a 
favorable balance of payments of 2,200 million rupiah,* 
which declined to 1,300 million in 1951, and in 1992 
was converted to a deficit larger than the surplus of 
the year before, The high prices received for its leading 
export commodities probably caused Indonesia to live 
far beyond its financial capacity. In 1952, when the 
budget called for expenditures of 13,505 million rupiah, 
the deficit was 4,300 million, Government expenditures 
were drastically reduced in 1953, but the deficit never- 
theless ran to about 4,000 million rupiah in a budget 
of less than 10,000 million. 


Labor is restive and productivity. is low. In his most 
recent annual report, the head of the Bank of Indonesia 
stated that present real per capita income is only about 
60 percent of what it was in 1958, He urged the gov- 
ernment to reinstitute the 8-hour day and to encourage 
further drastic economies, harder work and greater etti- 
ciency. President Sukarno and Vice-President Hatta 
have both been going about the country exhorting to 
more sobriety and greater effort and pleading for na- 
tional unity, 

After the fall of the Wilopo Government, President 
Sukarno called on two men, Mohammed Rum of the 
Masjumi and Sarmidi Mangungsarkaro of the Nation- 
alist Party, to form a cabinet. Both because neither of 
these was especially popular with his own or the other 
party, and because the two parties are gencrally incom- 
patible, their efforts were doomed to failure. The Presi- 
dent next called on a Nationalist, Mukarto Notowidigdo, 
Foreign Minister in the Wilopo Cabinet, who made two 
unsuccessful attempts to form a government, comprising 
first Nationalists and members of the smaller parties, 
and, when he failed in that, representatives of the two 
largest parties. Mr. Harahap of the Masjumi tried next, 
but he likewise failed. Finally Mr. Wongsonegoro, leader 
of the P.LR. (Greater Indonesia Party), one of the 

4 The official exchange rate is roughly 9 U.S. cents to one 
rupiah. 
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smaller parties in Parliament, succeeded in forming a 
coalition of the Nationalist and several small parties. 
It is interesting to note that the only combination not 
attempted in the effort to form a cabinet was that of 
the Masjumi with the smaller parties; but this would 
have offered no prospect of success, since most of these 
parties stand to the left of the Nationalist Party. 

The new cabinet has 20 members. The Prime Min- 
ister and three others (Foreign Affairs, Finance and 
Economic Affairs) belong to the Nationalist Party. 
Three ministers are members of the Greater Indonesia 
Party; the remaining 13 belong to almost as many 
splinter parties and represent widely divergent points 
of view—from left to moderate right. The groups par- 
ticipating in the cabinet have a slender majority in 
Parliament (114 out of 212). Conspicuously absent 
from the cabinet is Sjahrir’s Socialist Party. Though not 
represented in the cabinet, the Communist Party has 
considerable passive influence because, possessing so nar- 
row a majority in Parliament, the cabinet may find 
itself rescued on occasion by Communist votes. 

On September 11, Mr. Sudibyo, the Minister of State 
Welfare, resigned after his party, the United Islam 
Party, a left-wing splinter group, had expelled him for 
having joined the cabinet without its approval. The 
arty also expelled Mr. Tjokrosujoso, Communications 
Minister, but he refused to resign his ministerial post. 

In view of the imminent general elections, leaders of 
the Masjumi and many others pressed for the forma- 
tion of a national “business” cabinet, preferably under 
Vice-President Hatta, on the ground that only his 
prestige and recognized abilities could extricate the 
country from its critical situation. Others feared to ex- 
pose Hatta’s prestige to the hazards of party conflict. 
When the present cabinet falls, and many regard it only 
as a stop-gap, this expedient may yet have to be em- 
ployed, despite the obvious constitutional difficulties in- 
volved. 


The New Cabinet's Program 


In presenting his cabinet to Parliament and outlin- 
ing its program on August 25, the new Prime Minister 
stated that an ambassador would be sent to Moscow but 
left the date of such a development indefinite; that his 
government intended to negotiate a_ bilateral treaty 
with Japan and to conclude new agreements with the 
Netherlands, terminating the Netherlands-Indonesian 
Union; that Indonesia would continue to cooperate 
with the Asian-Arab bloc in the United Nations; and 
that his Government would seck to attract foreign cap- 
ital “on proper conditions.” The Prime Minister was 
emphatic in promising an all-out drive to exterminate 
terrorism. Meanwhile the matter of the North Sumatran 
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oil fields is to be kept in abeyance, and apparently the 
land-distribution scheme of previous cabinets will be 
halted. 

From the standpoint of domestic politics, the Prime 
Minister’s most important statement was that the na- 
tion would have to wait about two years for national 
elections, on the ground that preparations still require 
much time. Whether Indonesia can wait so long for a 
popular decision on the basic issues confronting the 
country, only time can tell, but this postponement ap- 
pears dangerous, since it can only serve to exacerbate 
existing political and religious difficulties. 

Evidence of increased bitterness resulting from re- 
cent political developments is already visible. In this 
year’s celebration of Independence Day, on August 17, 
the Communists. took a more prominent part than for 
some time past, and reportedly dominated the parades. 
A few days later the Moslems staged a counter-demon- 
stration, led by Vice-President Hatta, who called for 
a united front against “irreligious ideologies.” 

In the debate that followed the Prime Minister's 
speech outlining his cabinet’s program, Masjumi leader 
and former Prime Minister Mohammed Natsir led a 
bitter attack on the Government and particularly on 
its position regarding the security problem, the general 
elections and economic affairs. He warned that con- 
tinued use of the Darul Islam issue as a means of in- 
directly attacking the Masjumi might lead to chaos. 
Referring to reports that the Government planned to 
arm Communist-led volunteer bands to help in putting 
down the rebels, he said that such action might result 
in civil war. “Those who demand weapons,” he declared, 
“are those who must themselves be destroyed.” The 
problem posed by the rebels could not, he was confi- 
dent, be solved by military measures alone, since it had 
important social and economic aspects as well. The 
Masjumi leader also criticized the Government for 
lacking a firm policy regarding the country’s grave eco- 
nomic and financial difficulties, In much of his criti- 
cism he was strongly supported by the parliamentary 
leader of the Socialist Party. On September 2 the 
Prime Minister, replying to the opposition, spoke in a 
conciliatory vein. He stated that the Government would 
not arm volunteer bands to fight the rebels, and he 
promised to speed up preparations for general elections. 


The first Parliament after the national elections is to 
serve as a constituent assembly for drafting a perma- 
nent basic law. It has been assumed that few changes 
would be needed in the present temporary constitution, 
but there are indications that at least two important 
issues will require attention. The first concerns the ex- 
treme centralization which characterizes the present uni- 
tary regime and about which there have been rum- 
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blings of dissatisfaction from many quarters. Outlying 
territories maintain that their interests are being ne- 
glected by the government in Java. Of significance in 
this connection was the outbreak, in the latter half of 
September, of a revolt in Northern Sumatra, where in- 
surrectionists proclaimed Acheh a part of the so-called 
Indonesian Islam State. The Achehnese, a strongly Mos- 
lem people, were among the last of the ethnic groups 
in Indonesia to be pacified by the Dutch at the turn 
of the century. 

The second problem has to do with the constitu- 
tional position of the President. President Sukarno’s role 


has been much more prominent than that customarily 
accorded the titular head of a parliamentary govern- 
ment. Cabinet members have been upset by statements 
in the President’s many public speeches, regarding which 
the cabinet had not been consulted. Yet, President 
Sukarno is a dynamic popular leader, disinclined to be 
a mere “puppet,” as he has expressed it. Will the con- 
stitution have to be adapted to President Sukarno as 
he is, or will the President, whoever he may be, have 
to conform to the role that is properly his in a parlia- 
mentary system? A decision on this matter probably 
cannot be evaded indefinitely. 


New Central Banking Legislation in Indonesia 


BY REED J. IRVINE 


O* aprIL 10, 1953, the Indonesian Parliament passed 
legislation establishing a new central bank, the 
Bank of Indonesia, to replace the Java Bank. The law 
went into effect on July 1, 1953. This is the sixth new 
central bank to emerge in Southeast Asia since the end 
of World War II.* In the case of the Philippines, Cey- 
lon, Burma and Pakistan, the new central banks were 
the first such institutions to be established in those coun- 
tries. In the Associated States of Indochina, the emer- 
gence of three autonomous states dictated the organiza- 
tion of a new institution to take over the central banking 
functions of the Bank of Indochina. In Indonesia, the 
decision to establish a new bank appears to have arisen 
more from the desire to sweep away the traces of the 
colonial past than from any strong conviction that the 
Java Bank was inadequate to meet the central banking 
needs of the new nation. 

The Java Bank had served for 125 years as the sole 
bank of issue in the area now constituting the Republic 
of Indonesia. It carried on an extensive commercial 
banking business in addition to certain central banking 
functions. Although its shares were privately owned, the 
government had authority to appoint the Bank’s man- 
aging directors, supervise its operation, and share in its 
profits. The Bank could influence the cost and availa- 
bility of credit through its own loans and discounts and 
its bank rate, but it had no direct power to control or 
supervise the policies and operations of other banks. Its 
own credit operations were limited by the statutory re- 
Mr. Irvine is an economist with the Division of International 
Finance, Board of Governors of the Federal Reserve System. 
The views expressed in this article are the personal views of 
the author and do not necessarily reflect the thinking of the 
Board of Governors or of other members of its staff. 

1 See “Recent Central Banking Developments in Southeast 
Asia,” Federal Reserve Bulletin, December 1952. 
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quirement that it maintain a gold reserve equal to a 
minimum of 4) percent of its total demand liabilities. 

The attainment of independence by Indonesia in De- 
cember 1949 was followed by changes affecting the 
Java Bank, but its structure and powers were not im- 
mediately altered. Among the earlier developments were 
the replacement by Indonesians of a number of the 
Bank’s Dutch officials, including the president, and the 
lowering of the minimum gold reserve requirement 
against current liabilities to 20 percent in January 1951. 
In July 1951, the government revealed its intention to 
nationalize the Bank, and offered to pay 120 percent 
of par value for all privately-held shares. Within a few 
months the government had acquired 97 percent of the 
Bank’s stock, and in November 1951 an act was passed 
authorizing the expropriation of the remaining shares 
at the same level of compensation. 

It was recognized at that time that it would be neces- 
sary to redefine the relationship between the Bank and 
the government and to revise the statutes governing the 
Bank. The new Iegislation goes beyond this and estab- 
lishes the Bank of Indonesia as a new institution with 
not only a different structure but somewhat different 
powers from those of the Java Bank. In reality, the 
new law is generally patterned after the statutes of the 
Nederlandsche Bank, N.V., the central bank of the 
Netherlands. The principal difference lies in the rela- 
tionship established between the Bank and the govern- 
ment and in the organizational details designed to effect 
coordination of Bank and government policies. 

The Indonesian government intended initially to es- 
tablish the new bank as a limited-liability company and 
to preserve the legal and operational continuity with 
the Java Bank. However, Parliament voted to establish 
it as a public corporation, thereby creating an entirely 
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new legal entity. Bank policy will be determined by a 
three-man Monetary Board, composed of the Ministers 
of Finance and of Economic Affairs and the Governor 
of the Bank. This is a compromise between the views 
of the officials of the Java Bank, who sought greater in- 
dependence for the new central bank, and those of gov- 
ernment officials who desired to follow the Dutch pat- 
tern and to make the Bank subject to the direct orders 
of the Ministry of Finance in policy matters. 

The device of setting up a policy-making board on 
which the Minister of Finance, or his representative, 
and the Governor of the Bank serve as co-equals had 
already been introduced in the Philippines and Ceylon, 
and the experience of these countries may have sug- 
gested this solution in Indonesia. Decisions of the Board 
will be adopted by majority vote, but in case of disa- 
greement any member may appeal to the full Cabinet 
council for a final decision. In the event that the Gov- 
ernor of the Bank so appeals and fails to win the sup- 
port of the Cabinet, he is entitled to publish his views 
in the official gazette unless the Cabinet considers that 
to do so would not be in the public interest. This in- 


teresting provision resembles the Netherlands law, which. 


permits the Governing Board of the Central Bank to 
appeal orders of the Minister of Finance to the Crown, 
and gives it the right to state its case in the official 
gazette if the Crown rules against the Board. 


The Bank of Indonesia is to be managed by a board 
composed of the Governor and at least two but not more 
than four directors, all appointed by the government 
for terms not exceeding five years. This managing board 
is to execute the policy determined by the Monetary 
Board and to be responsible for the day-to-day business 
of the Bank. The Government may, on the recommen- 
dation of the Monetary Board, remove any member of 
the Managing Board from office. 


Under the new law all board members are required 
to be Indonesian nationals. Interest attaches to this pro- 
vision because of the fact that two of the five directors 
of the Java Bank have been Dutch. They will not be 
permitted to continue as directors of the new bank. How- 
ever, the government is authorized to appoint one or two 
advisory members to the Monetary Board, and the Mon- 
etary Board may appoint advisers to the Managing 
Board. It is possible that some of the experienced non- 
Indonesian officials of the Java Bank will be utilized 
in an advisory capacity, though they are excluded from 
full membership on the governing boards of the bank.* 


2 Mr. H. Teunnissen, Managing Director and First Deputy 
President of the Java Bank, the highest official of Dutch na- 
tionality serving that institution, is reported to have decided 
to sever his connection with the Bank and return to the 


Netherlands. 
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The law also makes provision for an Advisory Coun- 
cil in addition to the Monetary and Managing Boards. 
It is to consist of nine members, all appointed by the 
government from among leading personalities in business, 
agricultural and labor circles. The Council is to advise 
the Monetary Board on policy questions in order to keep 
it “fully informed as to the prevailing ideas and views 
in society.” It is required to meet no less than twice a 
year, and may meet more frequently, but evidently is 
not intended to exert a very active influence on Bank 
policy. 


Powers of the Bank 


Although the organization of the Bank, and espe- 
cially the introduction of a Monetary Board, appears 
to reflect the influence of central banking developments 
in other Southeast Asian countries, the same cannot be 
said with respect to the powers assigned to the Bank 
of Indonesia. These are very similar to those of the 
Netherlands central bank and are designed for an in- 
stitution which may perform both central and commer- 
cial banking operations, 

However, under the new law the Bank of Indonesia 
is required to terminate all operations not related to its 
functions as a central bank at the earliest possible date 
and by December 31, 1953, at the latest. This is one 
of the most significant changes made by the new law, 
albeit one which was not favored by Java Bank offi- 
cials at this time. They held that this step should not 
be taken until the Bank Negara, a government-owned 
institution, was better prepared to take over the com- 
mercial business of the Bank of Indonesia.* A question 
might also be raised with respect to the effect of the 
change on the Bank of Indonesia itself. The law under 
which it will operate gives the Bank no new powers 
to regulate credit and influence commercial banking 
policies to offset loss of the strength which the Bank 
now derives from its position as the most important 
commercial bank in Indonesia. 

The Bank can influence domestic credit 
through its discount rate and open-market operations, 
but it has no authority to impose reserve requirements 
or to apply qualitative credit restrictions of any type 
on commercial banks. Omitting the Java Bank, the 
greatest part of Indonesia’s banking business is in the 
hands of branches of foreign banks. These institutions 
would not normally be expected to rely to any great ex- 
tent upon the credit facilities of the Bank of Indonesia, 
and under these circumstances the discount rate may 
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3 It is doubtful whether the Bank Negara will be able to 
assume the commercial banking functions of the Bank of Indo- 
nesia by the designated date. Some extension of the transition 
period would appear to be inevitable. 
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prove to be of very little effect. It may be found that 
divesting the Bank of its large commercial banking 
business will also strip it of a great part of its power 
to influence domestic credit. At the same time the Bank 
has not been clothed with any new powers which would 
serve to render competition by it in the commercial 
sphere any more unfair than it was in the case of the 
Java Bank. 

The Bank is given power to discount (a) bills of ex- 
change and promissory notes having at least two good 
signatures, (b) bills of exchange and other commercial 
paper drawn against letters of credit or with shipping 
documents as collateral, (c) Indonesian Treasury bills, 
(d) debentures of a maturity no longer than six months 
but only with acceptance of liability by the discounter, 
(ec) Indonesian Treasury warrants issued in payment 
for government purchases.‘ The Bank may buy and sell 
(a) bills of exchange accepted by local banks, (b) 
Treasury bills, (c) government bonds or bonds guar- 
anteed by the government, provided they are officially 
quoted on a stock exchange in Indonesia. The law pre- 
scribes that commercial paper in which the Bank may 
deal may not have a maturity exceeding that period 
customary in the trade. 

The Bank is authorized to grant loans, credits, or ad- 
vances on current account against the collateral of stocks 
and bonds, merchandise, coin and bullion and/or the 
pledge of shipping or warehouse documents representing 
the sare, as well as against commercial paper and se- 
curities eligible for discount or purchase. 

No specific authority to lend against real estate is in- 
cluded in the law, but limits on real estate loans are 
prescribed, implying that the Bank has the right to 
make such loans within the limits fixed by the law. The 
Bank may not make unsecured advances. It may not buy 
and sell merchandise, stocks and bonds, or real estate 
save when acquired through the default of obligations 
due the Bank. 

The types of collateral which the Bank is authorized 


to accept are unusually broad for a central bank, in-. 


cluding such speculative assets as stocks, bonds and real 
estate. This reflects the fact that the Bank of Indo- 
nesia will continue for a short time to perform com- 
mercial banking operations inherited from the Java 
Bank. The government may intend to impose more re- 
strictive standards on the Bank after such operations 
have halted. 


4 It is not clear why Treasury warrants, which should be 
payable on demand, are included among the items which the 
Bank may discount. As the Bank and its branches are to per- 
form the function of government cashier, it is not readily 
apparent why the Bank should be called upon to discount 
instruments of this type. This provision was taken from the 
Statutes of the Java Bank. 
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No restrictions have been placed upon the maturities | 
of loans granted by the Bank. This follows the Dutch 
practice, and is doubtless safe where the Bank’s man- 
agement is experienced, conservative and free from ex- 
cessive political pressure. Whether all these conditions 
will be found to apply in Indonesia remains to be seen. 


Most Important Functions 


The Bank’s most important functions are likely to be 
in connection with its duties in managing the country’s 
foreign exchange, in issuing notes, and in serving as 
banker and fiscal agent for the government. It is author- 
ized to buy and sell foreign exchange, to invest its sur- 
plus funds in foreign securities and to manage the for- 
eign exchange reserves of the Republic of Indonesia. 
It must maintain a reserve composed of gold, generally 
convertible foreign exchange, and drawing rights on 
the International Monetary Fund and the World Bank 
(ste) equal to at least 20 percent of its demand liabil- 
ities. The Bank itself may suspend this requirement for 
three months and Parliament may extend the suspen- 
sion. The new Iegislation does not appear to give the 
Bank power to control foreign exchange operations of 
other banks, although it has been stated that the Bank 
would be given this power. Perhaps it is intended to ac- 
complish this through other legislation. The Bank has 
no voice in determination of the exchange rate of the 
rupiah. 

The Bank is given exclusive right to issue bank notes 
and may determine the design and denomination of its 
notes. The Bank has custody of all Treasury funds, and 
undertakes to discharge the functions of cashier for the 
government, Post Office Savings Bank, and any other 
credit institutions designated by the government. It 
must also assist the government in the flotation of bond 
issues and the management of the public debt. 

The government is entitled to secure temporary ad- 
vances from the Bank in time of emergency. Interest 
must be charged on advances over 50 million rupiah. 
Advances may not exceed 30 percent of the govern- 
ment’s revenue in the preceding fiscal year, except with 
Parliamentary approval. There is no time limit within 
which the advance must be repaid, however, and there 
is nothing to hinder the conversion of temporary ad- 
vances made under this provision into long-term loans. 
Indeed, all outstanding advances previously made to the 
government by the Java Bank which are still outstanding 
are to be converted into just such a loan. Further, the 
act does not bar the government from selling long-term 
securities directly to the Bank of Indonesia. 

The inclusion of tighter restrictions on government 
borrowing from the Bank would not have guaranteed 
the new institution freedom from excessive governmental 
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demands for credit, but it would have been an encourag- 
ing indication of the government’s intention to reduce 
its reliance on this type of financing. Java Bank ad- 
vances to the government totalled 5,292 million rupiah 
at the end of May 1953, an increase of 170 percent in 
a 12-month period. This was necessitated by the gov- 
ernment’s fiscal policies. It is clear that the establish- 
ment of a new central bank will be of little significance 
in Indonesia if the nation’s political leaders do not re- 
cognize the dangers in the continuation of this trend. 


BOOKS ON THE PACIFIC AREA 


REPORT OF THE RICE PRODUCTION COMMITTEE. 
Federation of Malaya. Kuala Lumpur. 1953. Vol. I. 158 pp. 


Malaya’s economic problems are usually (even in Malaya 
itself) associated with the ups and downs of rubber and tin; 
much less attention has been paid to the country’s rice agri- 
culture, which is carried on almost entirely by the native 
Malays. Malaya produces less than half of its rice needs and 
must import the remainder. Owing to civil disorders, the sur- 
plus available for export from Burma and Indochina, two of 
the three “rice bowls” of Southeast Asia, has greatly dimin- 
ished, so that the remaining exporting country, Thailand, is 
in a position to demand a high price for its rice. Efforts since 
the war to increase Malaya’s rice production have been un- 
successful, and, in the face of the falling prices of rubber and 
tin in the world market, the problem has become of ever more 
urgent importance. 

In November 1952 the Federation government established 
a special Rice Production Committee to examine the matter. 
This Committee has recently issued a report whose findings 
are, to say the least, disturbing. It reveals the existence of 
rack-renting on a large scale as well as a serious shortage of 
staff in the Departments of Agriculture and of Drainage and 
Irrigation. The resettlement measures taken in connection with 
the Emergency have aggravated the situation. In several areas, 
according to the report, villagers were removed from rice 
lands to land on which rice would not grow, and “regrouping” 
of local inhabitants was sometimes effected in places too far 
from rice fields to make continued cultivation possible. 

The Committee makes no less than 156 recommendations. 
Those of major significance are to the effect that rent should 
be limited to one-third of yield, that “tea money” should be 
abolished, and that the tenant should be safeguarded from 
eviction except on certain specified grounds. Other recommen- 
dations include the setting aside of a very substantial sum 
for the development of rice production; employment of sub- 
sidiary tractor ploughing; granting of priority for the develop- 
ment of improved fertilizer over all other research work; pay- 
ment of bonuses to encourage double-cropping; cultivation of 
dry rice by private enterprise; and establishment of a Rice Re- 
search Organization in the Department of Agriculture. The 
Committee notes that if any substantial increase in acreage 
under rice is to be achieved in the next three years, coastal 
land already set aside for other crops, including rubber, must 
be taken over for that purpose. 

In an editorial entitled “Neglected Peasants’ the Man- 
chester Guardian Weekly (July 30, 1953) termed the report 
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“a startling document”. “For years Malayan Government 
officials have asserted,” the editorial went on, “that the 
problem of a peasant population in the grip of extortionate 
landlords, so common in most of Asia, was virtually non- 
existent in Malaya. Now it appears that for the past ten 
years a steady process of evicting rice cultivators unable to 
pay increased rents for their land has been going on in many 
areas, Still worse, the extortion of large sums in ‘tea money’ 
by landlords as a condition of renewing land leases to culti- 
vators has apparently become widespread. All this—apart 
from its social effects—has been preventing an increase in 
rice production. . . . Peasants without security of tenure and 
a fair share of what they produce naturally enough do not 
bother to improve their land. The abuses now revealed have 
obviously been growing up almost unknown to the Malayan 
authorities largely because of insufficient staff in State Land 
Offices to gather information and formulate safeguards. The 
report . . . points out that the same sort of shortage of 
personnel in the Department of Agriculture is making im- 
possible a rapid enough spreading of improved technical 
methods.” 
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